Introduction
The cost of municipal water treatment due to diminished water quality represents an important component of the societal costs of water pollution. Efficient management of water supplies must balance the costs of cleaning, using, or avoiding use of polluted water. The marginal cost of improving raw water quality generally should not exceed the marginal benefit of such an improvement. An increase in municipal water quality standards, • holding other things constant, will increase the benefit from improved raw water quality but will also increase treatment cost. This study provides information on the marginal municipal costs of treating polluted water as affected by pollutant volume. This cost should provide a lower bound on the benefits of cleaner water. In this paper we ignore other nonmunicipal uses, such as recreation and wildlife management.
In this paper we estimate the costs of municipal water treatment as a function of raw surface water quality. Following other studies, we use sediment as a primary indicator of water quality. Sediment carried by runoff from crops, forests, pasture, and range accounts for approximately 68% of total suspended solids in waterways [Gianessi and Peskin, 1981] gallons (776,000 m •) per month. From these we drew a sample of 10 cities. Because Texas is a large state and because water treatment costs vary with such geographical factors as soil type, rainfall, and temperature, we wanted our sample to be geographically representative. To ensure this, we limited our sample to the Red, Brazes, Colorado, and Rio Grande River systems. These rivers generally flow from northwest to southeast across Texas, and in drawing our sample we paid attention to geographical distribution. We randomly drew two cities from each of the four river systems, except for the Brazes system, where we randomly drew three cities and also had data on Brenham, the pilot plant for our study. Two cities had more than one water treatment facility. Thus data on 12 water treatment plants were used. These plants average treating approximately 222 million gallons (840,000 m •) per month. 
Chemical Analysis Data
In addition to data on treatment costs and water production levels, the Division of Water Hygiene also collects data on chemical analyses of water supplies. Water supplies are tested for a number of organic and inorganic chemical contaminants. 
Estimation Results
The estimation results are given in Table 3 
